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An Overview

On November 27, 2017, trusted experts in both the public and private sectors came to the C.D. Howe 
Institute to discuss expectations on the future of the financial services industry, specifically as it relates 
to productivity and growth. Both the session participants and question and answer period led to a set 
of primary themes. The first was the importance of the financial services sector both in generating the 
ecosystem to facilitate innovation, and to enhance its own productive capacity. The second was the need 
for principles and function-based regulation, crucial in an era where the speed of financial technology is 
accelerating faster than regulators can keep up. Lastly, was the need for Canada’s regulators and financial 
services sector participants to make better use of global markets. Regulators can piggy-back on ideas that 
have proven successful in generating the type of innovation that filters down to the end-user. The financial 
services sector itself can look to global markets for potential funding and investing opportunities.
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Biogr aphies of Speakers

* All positions and organization affiliations are as of time of conference.
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R apporteur’s Summ ary of Conference Discussion and 
Presentations

The conference was composed of four major sessions. The proceedings began with participants discussing 
the productivity landscape in Canada, and how the financial services sector makes a positive contribution. 
The second session then looked at Canada’s innovation ecosystem in the financial services sector, looking 
at payments systems, the growth of fintechs, and data. The third session saw participants discuss the 
role of international trade, why the financial services sector is important in this regard, and how we 
should approach negotiations. The final session of the day investigated the way forward on regulation, 
where the gaps are, and how it affects innovation. The keynote session focused on the development and 
implementation of Ontario’s new Financial Services Regulatory Authority (FSRA).

Session I – The Productivity Landscape

This session began with participants looking at ways in which the financial services sector contributes 
to real economy productivity: through payments systems efficiency, facilitating allocation from savers 
to borrowers, distributing capital to the economy as efficiently as possible, and through the appropriate 
redistribution of risk by means of insurance. The question that followed was what role has (should) 
regulation played in furthering these contributions.

Suggestions included looking at ways in which regulation can lower the funding costs for small and 
medium-sized enterprises, ensuring productivity does not come at the expense of consumer interests, 
looking at the legacy systems of our largest financial services institutions, and better use of big data. The 
question of the risk-taking culture in Canada was raised, though what regulators can do on this front is  
not clear.

Lastly, panelists discussed the importance of being careful not to pin it all on banks. In theory, banks are 
about maturity transformation and it is up to equity markets to provide the creativity and take risks for the 
real economy. And it is here where regulators have swung too far in the direction of safety and stability, at 
the expense of competition, innovation, and growth.

Session II – The Innovation Ecosystem

The next session began with a look at survey results positioning Canada as a leader and laggard in certain 
areas of financial services. For example, consumer adoption of fintech was low in Canada, and we ranked as 
a laggard in digital savviness. However, we ranked quite high in our financial savvy. Both these results were 
explained as being the result of the prominence of our large financial institutions.

Other data was presented showing Canada lagged behind in spending on fintechs with, for example, 
no large bank deals in venture capital-backed fintechs in 2016. One argument presented was that the 
regulatory burden slowed down the flow of capital as start-up costs were unnecessarily high. 

Lastly, we heard about some of the on-the-ground innovations in Canada including plans for tackling 
student debt by pairing it with employer matching workplace pension plans, as well as early-stage 
investments focused on Canadian companies that have a more global ambition.

Session III – The Role of International Trade

Included in this session was an investigation into what Canada’s trade strategy should focus on with 
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respect to financial services, and how the Canadian financial sector can better exploit opportunities in 
international markets. On the former, the argument put forth was the countries that were expected to 
substantially grow in the near term, yet remained fairly closed to foreigners, presented clear opportunities 
for Canada’s trade team. These countries were especially attractive if they had begun to show a willingness 
to form trade agreements with other countries. Trans-Pacific Partnership (TPP) countries, China, and 
India, highlighted the list of attractive potential trade partners. On exploiting international markets, the 
discussion focused on areas where Canada’s regulatory system drastically differed from other international 
peer countries, and whether this hampers our funding and investment opportunities. 

Another issue raised by participants in this session was the future of trade agreements. With the U.S. 
seemingly intent on negotiating bilateral trade agreements, and with the failure of TPP, does Canada need 
to consider a different strategy or should they continue to push for multilateral agreements?

Lastly, there appeared to be continued support for financial sector prudential carve-outs in trade 
agreements given the importance of the sector, and the many, sometimes significant, jurisdictional 
differences. 

Keynote Session and Luncheon – A Talk on the Financial Services Regulatory Authority

As the era of FSRA nears, it was important to get some detail on how the organization views its roles 
and responsibilities. The presentation discussed the need for the modern regulator to have access to 
principals and outcome-based regulation as opposed to strict rules and processes. Further, access to data 
and analytical capacity was deemed crucial for future success. Regulators must continue to stress the 
importance of the relationship with regulated entities – something that has served Canada well in the past. 
The strength of this relationship, and with consumers, will come from transparency of mandate, decisions, 
and rules-making processes. 

FSRA will look to implement and develop the supersandbox idea as it will allow for experimentation in 
a controlled environment. 

Two of the top issues FSRA will face from day one are in pensions and auto insurance. Tackling these 
problems will be paramount to getting FSRA off and running in a positive direction.

Session IV – The Way Forward: Regulation 

The final session of the day involved participants reinforcing the need for principle/function-based 
regulation when it comes to new and different participants and/or platforms. Furthermore, of importance 
is technology-neutral language similar to what we had with the internet in the 1990s, as a result of the 
speed with which technology is moving and the difficulty for regulators to keep up. Also key, as suggested 
by the panelists, will be a focus on consumer education. If we think it is difficult for regulators to keep up, 
imagine how difficult it is for someone who has not dedicated their career to understanding the financial 
services sector.

The session ended with questions regulators should seek to answer as they continue to balance the need 
for stability with the desire for innovation: what are we trying to control for? How can we ensure the 
benefits of innovation make it to the end-user? How have other countries approached these issues and is 
there anything we can learn? Do we have consistency across regulatory bodies, and is there harmful overlap 
that can be removed?
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Thank You

The C.D. Howe Institute wishes to thank its sponsors for their support for the conference. As a
charity, the Institute depends on member funding to allow it to convene important policy discussions,
mobilize outstanding scholars, push innovative ideas, and ultimately foster sound public policy.

Contacts 

For more information, please contact:
Duncan Munn, Senior Vice President and Chief Operating Officer
416-965-1904 ext. 8176, dmunn@cdhowe.org 

Daniel Schwanen, Vice President, Research
416-865-1904 ext. 2606, daniel@cdhowe.org 



A Reputation for Independent, Nonpartisan Research
The C.D. Howe Institute’s reputation for independent, reasoned and relevant public policy research of the 
highest quality is its chief asset, and underpins the credibility and effectiveness of its work. Independence and 
nonpartisanship are core Institute values that inform its approach to research, guide the actions of its professional 
staff and limit the types of financial contributions that the Institute will accept.

For our full Independence and Nonpartisanship Policy go to www.cdhowe.org.
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